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GIA/SG/RE. 162 
{ORR Project 40, 1677) 


EFFECTS OF THE CLOSING OF THE SUBZ CANAL 
ON SINC-SOVIET BLOG FRADE AND ERANSPORTATION* 


Summa ty 


The moet important econemic factor in the present exisie in the Near 
East is the closing of the Suez Ganal, which is the gateway to Asia and the 
vital channel through which a substantial part of the petroleum supply of 
Wastern Europe normally Mews. Free World and Sino-Soviet Bice ship~ 
ping services engaged in fulfilling trade comrnitmente and in meeting 
internal requirements were immediately affected. Sailing achedules were 
disrupted. Vessels caught south of the Canal were compelled to return to 
European ports by the much longer reute around Africa, ** The mainte- 
nance of the normal flow of commodities with extended sailing distances. 
greatly increased shipping requirements for many nations, As a result, 
the tight ship charter market created when Egypt nationalized the Cans 
in mid-1956 becaiie increasingly restrictive, 


The reault of the Canal stoppage thus far has been a serious disloca~ 
tion of normal cormmedity movements -« a dislocation which is likely to 
continue until the Canal ia reapened about mid-1957. In the Weat the 
altuation is beat illustrated by the reduction in petroleum shipments frem 
the Middie East te Western Zurepe. The petroleum deficit of Western 
Europe must be overcome, in part at least, by shipments from the “ext 
Western Hemisphere, but only after production and shipping adjustments 
of staggering proportions, Although the period of didorganization of 
normal economix intexaourse probably will be brief, it will nevertheless 
in¢rease the prices of many basic commedities in world commerce and 
will tend ta extend the time required to meet delicately balanced eco 
nomic plans in South and Southeast Asia. It will alae probably cause 
congiderable unemployment in the countries of the Pree World which are 
dependent on bulk traffic movement. through the Canal. 


The Sine-Soeviet Bloc ig more fortunate, None of ite members 
is so dependent on the Suex Ganal that the closing createa = crisis. 
About 5 million metric tone*** of Bloc trade moved through the Canal 
in 1955 compaxved withithe total Canal traffics*#* of 107 million tons. 
Veasela carrying Bloc trade through the Ganel were about evenly di- 
vided between Bloc and Free World registry, The adjustments 


* The eatimates and conclusions contained in this report represent 
the best jadgment of ORR 44 of i January. 1957, “, 
#% Sea the map, Figure 1, inaide hack cover, 
*#* Tonnages are given in metric tens throughout this report, except 
where otherwise indicated. 
sok Including both directions. 
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required of the Bloc, therefore, although serious, can be carried out 
with relatively lesa economic didorganimation. 


The Sino-Soviet Bloc will, however, incur substantial additional 
transportation costa as a result of the long, expensive water haul now 
required between Europe and the Cosumunist Far Hawt. The werld- 
wide scarcity of merchant vessels as shown by the tightening charter 
market on which the Bloc is much dependent hae already interrupted 
acheduled seaborne deliveries to Cammunist China, Fetreleum ship- 
yhente by sea from the Black,Sea to the Soviet Far Rast, which have 
intvaased. significantly in recent yoars, have been stopped since the 
eloging of the Canal, with no indication of their reauxaption in the 
near future. + 

4 eeduction in seaborne trade with the Communist Far Past will 
make if necessary for the Sine-Soviet Bloc te incrasge the use of the 
Trand-Siberian Railyead and to abeorb significantly higher transpor~ 
tatinn costs over the short run, éepecially for the Ching tvade. It ie 
unlikely that the petroleum requirements of the Communist Par East 
which normally move by aea will be met from reserves bases in the 
area, Cormnenist China algo depends on substantial seaborne deliv~ 
eries of such critical commodities as metals, troachinery, transport 
equipment, and chemical fertilizers for its induatrial and military 
development, An appreciable reduction in the receipt of fertilizers 
required fox apring planting may adversely affect agricultural produc- | 
tien, and the imability to phase properly the delivery of essential indus- ° 
telal equipment would threaten sconomia expanaion, 


To compensate for the disruption of its shipping and ite inability 
to charter forsign tonnage, the Sino-Soviet Bloc hegan as savly as 
3 Movember 1956 to divert essential cargoes from eeaborne move~ 
ment to trane-Saviet Bloc rail linea, while at the same time contin- 
ulug te meet lees urgent deliveries by using the route axeund Africa. 

. Chinese Communist overland imports and experte alowady put a sub- 
#tantial burden on the Trane-Siberian Railroad, Although rail facil- 
ities can carry the added volume of dry casge which ia boing diverted, 
there probably will be a strain on the Soviet tank«cay park of sufficient 
magnitude to ‘prevent eormie: deliveries. Moreover, substantially in- 
creased diversion, continued over an extended peried, conceivably 
could rotard delivery of commoditisa required elaewhere in the USSR 
and thereby adversely affect Soviet economic plans, Such divarsion 
would alae aggravate the sporadic tranaport congestion which has be~ 
come increasingly prevalent in China, 


One affect of the closing of the Suez Canal on Sino-Seaviet Bloc « 
Pree World trade was the interruption of the normal flow of refined 
and crude petroleum from the Black Sea to the Egyptian port of Suex, 
at the southern end of the Canal. The lack of cxnde ofl has bean most 
difficult to olercome. Tha steppage of Soviet deliveries and the inacces- 
sibility of other inrmer sources have kept the two Egyptian refineries 
at the port of Sues closed since the initiation of hostilities, Thus petre- 
jewn, on which Beyptian industry is completely dependent for faeltis 
in ezitically short supply in apite of increased shipments of refined 
‘products from the Black Sea to Alexandria, 
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The clesing of the Suez Ganal may also retard the Soviet Bloc 
trade offensive among the underdeveloped countries of South and fouth~ 
east Asia, Since the Canal closed, few Bloc-flag vassele have departed 
for these areas except fox India, where shortages are already appearing 
benauge of the disorganization of world shipping. The Blos may be in- 
clined to fulfill ite trade commitments to India. to demonstrate ita adher- 
ence to agreementstin apite of extenuating circumstances, Elsewhere 


in Asia the Bloc oan place responsibility for any fatbare te meet trade 
commitments on Western injervention in Egypt. 





i Closing of the Suez Canal, 


Immediately after the Israeli - Anglo-French attack on. Egypt at the 
end of Qatober 1956 a carefully prepared plan to block the Suez Canal 
waa put into operation, 1/* Byyptiane began large-scale scuttling of 
ahips, barges, and maintenance vessels in and near navigation channels, 
Subsequently the movable rail bridge at Bi Fridan north of Jamailia waa 
dropped inte the channel, and several buildings of the nanal company 
weve destroyed, inall, at the end of hostilities, thers were an yernnee 
49 obstructions in the Canal, includirig 20 vesaels of one type or another !/ 


inthe serthern entrance and a cement-laden LST in the channel at the 
aouth end of Lake Timaah. 2/ 


Eetimates of the cost of clearing the wreckage range aa high as” 
US $40 million. Eatimates of the time required to restore the. 
Canal te operating conditien vary widely. It has been atated that, dex 
pending on the siae of the salvage force assembled, the amount and 
kind of equipment at ite diaposal, and the extent af cooperation by the 
Egyptian gevernrment, the Canal can be cleared in feos 2 to 9 months, 
with 5 months the most frequently quoted estimate, Presumably these 
estimates refer te complete clearance and not merely to apening usable 
ship lanes through the debris, which could be done in lese time, 3/ 
Partial restoration of navigation has already been accomplished by 
Anglo-French salvage arews ix Port Said, which now can be used by 
vessels drawing up to 25 feet. 4/ 


Fox the purpose of this report, an estimate of mid-1957 for com- 
plete restoration of the Canal to former traffic levels ia accepted as a 


basis for determining the Snare on the trade and transportation orevi- 
ously carried, 


bem 





Status of Trade and Transportation Before Initiation of Hostilities. 
: The estimated volume af tha commodity trade of the Sino~Soviet 
’ Blea, beth with the Free World and intra.~Bloc, moving through the 
Suez Canal during the periods Zanuary. through June 1956 and January 
through June 1957 is shown in Table 1.** More thanl, 460, 000 tons 


Garret (2c eseeamr a er remem aie 
* For serially numbered source references, see Appendix G, 
k Table 1 follows on p. 4, 
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of Bloc trade are estimated to have moved southbound through the Canal 
during the period January through Tune 1956, and more than 1,160, 000 
tons nioved northbound, These totale include 1,247,000 tone of Bloc 
trade with Free World countrise moving through the Canal southbound 
and 420,000 tons moving nerthbound. The remainders represent intra- 
Bloc trade (Communist China to and from the USSR and the European 

é Satellites} moving through the Canal. 


Similar eatimates are shown in the same table fox the firet,6 months 
of 195% to indicate the. magnitude of Sine-Saviat Blac. trade commitments 
existing at the time the Suez Canal was ‘blecked. It is appavent that, 
in terms of volume atleast, moat of the Sina-Goviet Bloc trade which 
would normally have uded the Qanal during the first half of 1957 is with 
Free World countries. It ishostithated that during this pericg 4 total 
of about 2.2 million tons of cargo would have moved Hetweeh the Sings 
Soviet Biles and Weatern. Europe, Egypt and Asia, and the Near Bast 
through the Canal, principally southbound, By comparigen, the volume 
of intra-Bloc trade which would have used the Cansl in the rat halt _ 
of 1957 ia estimated to be about 1 million tung, principally northbound, 


A, Sinu-Soviet Bloc Supply of the Sayiet Far Bast 


and Communist China. 


Beonomi¢ activity and develapment in the Soviet Far Bast and 
Communist China are normally dependent on supplies from the Soviet 
Ble¢ in Europe, China, in addition, maintains a comparatively large 
volume of trade {in texme of total Chinese foreign trade) with countrles 
of Western Europe. One of the most important commodities moving by 
saa to the Soviet Far East is refined petroleam, most of which is off- 
loaded at Vladivostok for distribution by sea to other Soviet Far Eagt 
ports and by radi te China. In 1955 4 total of 428, 000 tone of petreleam 
products was. delivered to the Soviet Par East fram the Black Gea, 
more than a 500-percent increase above the level of-1954. 6/ The de- 
pendence of the area on seaborne petroleum deliveries continued ta 
jnerease in 1956, During the first 9 months of the year, slightly 
more refined petroleum was shipped te the Far East than arrived 
during the entire previous year, {7/ 


Communist China dependé on ocean transport for a substantial 
part of ite fersign trade, Thivring 1995, about 4&5 million tena, or more 
than 45 percent of the volume of Chinead imports and exports, moved 
by sea. Although not all of the seaborne foreign commerce of China 
moves through the Suea Canal, that segment which dees is quite signifi- 
cant, The volume af Ghinese Gommuniet trade which normally would 
have moved through the Suez Canal during the period January through 
June 1957 is estimated to total about 1.6 million tons im both directions. 
The estimated volume and value of the seaborne foreign trade of Com- 
mminist China with the European Satellites, Western Enrope, and the 
Enropean U532. moving through the Sucz.Ganal during the periods January 
through June 1956 and January through Jane 1957 are shown in Table 2. % 


* Table 2 follows ono. 7, 
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Bue Sine-Seviet Gloc Trade Offensive in the Near Bast 
and in South and. Southeast, Asia. 


Recent Sino-Soviet Bloc efforts tewatd the economic penetra2’ 
tion of countries of South and Southeast Asia have been accompanied by 
a.consiztent expansion of credit, an eaxtenedin of trading relationships, . 
and a cultivation of developing markets through the export of technical 
services to the so-called underdeveloped areas, As a renult, a signifi- 
cant and increasing amount of Bloc trade with may of the free Asian 
countries, as well as with Egypt, Australia, Japan, and New Zealand, 
normally passes through the Guem Canal, It is estimated that during 
the first half of 1957 trade between the European Bloc and Egypt and 
Aaiat would total about 1..émillion tons, ox an increase of about 50 per~ 
cent in volurne for-a like period in1956, An important segment of 
this trade consists of refined and crude petroleum that is usually 
eatried from Rumanian and Soviet Black Sea ports to the port of Sued, 
The bulk of Bloc trade with Egypt and Asia* is with the European 
Satellites’ and would account for an estimated 70 percent of the total 
during the period from January through June 1957, The amount of 
trade between Gomununist China and the Near East which would 
normally moye through the Sueg Canal ia amall but increasing, it is 
eatimatad that during the fret half of 1957 such trade would amount to 
31,000 tons, an increase of mere than 60 percent above the level of 4 
similar period in 1956 (see Table 1, %#}, . 


G. Sino-Soviet Bloc Merchant Marine as an Instrument 
of Foreign Trade. 


1. Disposition of Soviet Bloc Merchant Fisets, 


The Soviet Bloc, excluding Communiat China, hae active 
at any given time about 893 veaséls, of which 739 are of Soviet registry 
and the remainder of Buropean Satellite registry. Excluding the Caspian 
Sea fleet, there are $3 Soviet tankera, of which. 38 are. nexmally weed 
in oversaas petroleum trade with 20 to 24 of these usually used outside 
of Communist waters. Soviet tankara remaining permanently in Blec 
waters are old or amall and are therefore used on shuttle services, 
jargely in the Black Sea and the Soviet Far East. At the moment the 
European Satellites have only one oceangoing tanker, the Poliah-flag 
Karpaty. The other Felish«flag tanker, the Wapelpraca, is out of 
commission and was seldfor.scrap, 9/ The digpesition of Soviet and 
European Satellite merchant flecta as of 3 November 1996 ia shown in 
Table 3, tee 


The proportion of Soviet Bloc freighters outside of Gom~« 
tmunist waters at any one time is about the same ag thet of the tankers, 
Of the total 210 active carge ships, generally only 116 to 120 are cut 
side Blon-waterd at any given time, divided fairly evenly between Soviet 
and. European Satelifte aga, ‘The merchant marine af Comrunist China 
plays & negligible role ii foreign-trade activity. Its merchant fleet of 


* See Tabla 1, footnotes c and d, p,. 5, above. 


ee FB, *hy above. 
**4 Table 3 follows onp. 9, 
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Table 3 


Disposition of Soviet and. Zuropean Satellite Merchant Fleets af 
ag of 3 November 1956 











% BSino-Seviet Bloc De endence on Note Bloc Shi 


‘The Sino-Seviet Bloc utilizes only a small part of ite rela- 
tively srnall total merchant fleet capability to carry ites foreign trade, 
As 4 result, it mast charter a large amount of non»Bloc tonnage each 
year, In 1955, about ‘1,100 Pree World vessels, aggregating 3 million 
grosé register tone (GRT}, were chartered for varying durations by the 
Bloc, an increase of more than 30 percent over the previous year, 12/ 
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Soviet Hurepean. Satellite bf - 
Garg Gar go 
Ares | Tankers.c/ Vaseeis Vessets Total 
Outside Coremunist watera 
Mosvwegian Sea 3 al o 42 
North Seg, 1 1a 0 13 
Atlantic Ocean 2 1 28. 28 
Mediterranean Sea 16 ik Zi 42 
Red Sea 5 2 1 8 
Indian Geean 3 5 40 ig 
South China Sea Q & a & 
Paeilic Ocean, a 3 0 5 
Total 24 61 37 a2 
In Communist waters: - 
Black Sea 26 109 19 154 
‘Baltic Sea. 9 70 78 157 
Barents/ White Gea 3 413 a alé 
Soviet. Par Baatarn waters ao 272 3) 292 
Chinese Communist waters 1. 31 6 38 
Total 59 $95 , at 781 
Grand total | 83 - 656 iS4 893 
4 oes =e == — 
= ar 
b, This figure doe not include the two Satellite tankers, the Polish-flag 
" Karpaty, which was recently reported out of repair in Hong Kong, and the 
Wepelpraca, which waa recently sold for gexap, 
c. Exeluding the Caspian Sea fieet. 
120 veseels is for the most part confined to plying between Chinese 
coastal poxts, with the exception of intermittent tripa to North Vietnam, 11/ 
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Ferhaps the moat striking example of Bloc dependence on Free World 
maritime services ia found in the conveyance of the forsign trade of 
Communist China. Consistently since 1951, more than 86 percent of 
the number of vesgels carrying commodities to and from Ghina hava 
been of non-Bloc registry. For the most part, theae ships carry only 
nonatrate gic itéme, bat theixy extensive participation permits the use : 
of Bloc veasels to tranepert embargoed commodities to China, Lal 


Petrolewn movements from the Black Sea also illustrate ' 
_ the dependence of the Sino-Soviet Bloc on Free World shipping, In 
1935, of about 1 million tons of crude oll and 3 million tons of refined 
producte carried from the Black Sea, onty 650, 000 tena were trang ~- 
gorted in Bloc tankers, mainly to the Communist Par Eaat, The re~ 
mainder, which accounted for 90 percent of the total, waa carried in 
non-Blo¢ tankers, about half af which were chartered ta the Bloc. 14/° 
Finally, the dependence of Poland on foreign yaasela te carry over 
85 percent of ite seaborne foreign'trade in 1945 indicates the scarcity 
of domestic shipping, 15/ Other European Satellites, none of which 
posaeaaes more thun 4 or 5 seagoing vesacls, must also rely on 
foreign shipping to carry 2 large part of their seaborne foxeign trade. 


. TIL Effects of the Closing of the Sueq Canal on the Sino-Soviet Bloc, 


Specific information on current Sino-Soviet Bloc trade negotiations, 
particularly as te delivery schedules, is not available in sufficient 
detail te determine precisely the impact of the closing of the Suez Canal 
on Bloc trade commitments, Isolated raporte indicate that the Bloc ia 
having difficulty in obtaining materials, but these are tou few to estah= 
lish a pattern, On the othex hand, the effect of recent events in Egypt 
on world shipping in general and on Bloc maritime services in particular 
can be measured with a fair degree of reliability, Deviations from the 
expected pattern of employment of Blea, merchant ahipping, a6.an inetru~ 
ment of foreign trade, should indicate any diserganization of its inter. 
national carmerce. The impact of difficulties in the Sues Canal area 
during Nevernber 1996, moreevar, probably effers a valid basia for 
axcettaining the prospects during the period the Canal remains closed. 


it appears that the saaborne trade of the Sino-Saviet Bloc with the 
Communist Far. East will he definitely reduced because of the disruption 
of Bloc shipping and the sudden scarcity. of Free World maritime services. 
The Soviet Bloc trade offensive in South and Southeast Asia may alsa be 
vetarded, The impact on the economies of the Sovieb Far East and Com- 
munist China will depend mainly on the extent to which overland transpert 
can compensate for the reduction in shipping, as well aa the availability 
ang inclination to draw upon reserves of commadities normally moved 
by #64. 


A. Merchant Shipping Services, 


1. Digrugtion of Baiting Schedules, ’ 


- At the euthreak of hostilities on 29 October 1956, Soviet 
and Enropean Satellite merchant vessels were deplayed for the moat 
part ina normal pattern, There were 7 Soviet veseels in the Suez Canal 


« i¢ - 
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area ~~ 5 freighters in Nerth Egyptian ports, 1 tanker in the port of 
Suez, and another tanker moving through the Canal, Vessela under way 
whith were bound for passage through the Canal consisted of 1 tanker in 
the Bastern Mediterranean, 1 freightes and 1 tanker in the Red Sea, and 
3 tankers in the Gulf of Aden. There were 6 Eurepean. Satellite vesaels 
in the area -~ 5 freighters in North Egyptian ports and | freighter north- 
beund in the Ganal, There were algo two vessels in the Red Sea return» 
ing te Europe from the Far East. The Polish dredge Zeran, on loan or 
sold to Egypt, waa in the Canal awaiting spare parte bedore beginning 
operations. 16/ 


Some of the Sino-Soviet Bloc vessels in Egyptian ports 
when hostilities bagan were forced to leave before completing cargo 
operations. Others approaching the Canal from the south and these fare 
ther east planning te return ta home poxta from Asia were confronted 
with a long voyage araund Africa or through the: ‘Panama Canal, In 
either case, sailing tite would increase significantly, Ships returning 
to the Black Sea from the Far East must sail 7, 000 nautical milea far 
ther, an increase of about 75 percent above the conventional voyage. 
Round trips between these areas, therefore, probably new require 40 to 
70 days in addition.» almost double the previous voyage time +» depend- 
ing on the speed of the vessel. An increase of similar magnitude is 
required for round trips between the Baltic Sea and the Far Bast. The 
significant incredsea in voyage time for Bloc yeasels normally plying 
between European ports and the Fax East will have a commensurate . 
eifect on operating costa. The total impact cannot be determined, but, . 
based on US 1.2 tanker operations, a,petrolewm akipment of 10, ooa tong 
from the Black Sea. to Viadivestok will now coat an additional US | 
$150, 000, 17/ (At this rate, to maintain through June of 1987 the ex- 
pected level of petroléum shipments to ‘the Far East would cost the Bloc 
about US $4 million to $7 million mere than a movernant of similar why 
magnitude through the Suez Canal, Although this ie not completely rep~ 
| resentative of Bloc carge movements affected by the closing of the Ganal, 
it does suggest that considerable additional expense will be incusred in 
maintaining trade normally carried in Bloc vessels between Europe and 
Asia. : 


Apparently the USSR was not prepared te meet the problems 
caused by closing the Canal, Fox some time after navigation in the Canal 
became impossible, considerable indecision waa shown in authorizing 
the rerouting of Soviet vessels, Even as late aa 28 November it was evi+ 
dent that the problem of rerouting had not been fully solved, 18/ Many 
of the ships which normally would have left Blec porta for a Suex transit 
evidently had been placed on other assignments, As of 5 December, for 
exataple, no Soviet tankers had left the Black Sea for the Far East, and 
only 7 freighters had been rerouted from Europe by way of the Cape of 
Gaod Hope for Asia «~~ 4. scheduled for North China ports and 3 for India, i 


Many of the Sine-Seviet Bloc veagsels caught south of the 
Suez Oanal began tha voyage back to Europe by way of the Cape. By 
5 December there were LL cargo vegeela and & tankers of Soviet flag, 
as well as § Buaropean Satellite freightera (mainly of Polish registry} 
bound for Europe by this route, 20/ Soviet tankers generally return te 
the Black Sea in ballast or carry y soybeans from Dairen to Western Europe, 
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This time, however, 6 of the rerouted Soviet tankers carried Persian 
Gulf petroleum to Western Europe; at least 3 of these are known to 
have been under charter to the UK. 21/ With one exception during mid- 
1956, the lift of Persian Gulf petroleum te Weatern Europe in Soviet 
tankers was unprecedented, Guch an arrangement is advantageous to 
both parties in that it permita Western Europe to augment its dwindling 
petroleum supplies and the USSR te convert a costly empty haul inte 4 
profitable journey. : 














nl com: anenrec“aans 
fom the Baltic: Sea are expected te move through the. Canal for, the Far 
Rast and will require water and provisions at Henoluln. 23/ Ayith the 
exception of two transits in Mey 1955 and February 1956, ne Soviet 
vessels have gone through the Panama Canal since 1949, The closing 

of the Suez Canal, however, apparently has made the route nore’ 
attractive bacause it is shorter than the route around Africa for vessels 
plying between: Europe and Agia. On.a trip between ‘the Black Sea and 
Viadivostok, iox example, the use of the Panama Ganal offers’ a saving 
of wiere than 1,800 miles, . " : 


PAY Pree at, Soe VeRrele Te aoe 
grthe Panama Canal, although they are 

qusjackt ras Security inapeetton by US Army personnel, To call at 
Honolulu or at US weet codat ports, hawever, reqiires elaborate and 
time-consuming legal pracedurea, According to the US port security 
program, the entry of Soviet vessels requires permission from the 
Secretary of the Treasury after consultation with the Secretaries of 
State and Defense and the Director of Central Intelligence. If bunkers 
are requested, moreover, a license must be granted by the Department 
of Commerce, Tha 11 Soviet vesaele intending to move through the 
Pandma Ganal are expected te bunker at Trinidad te aveld this regulation. 





2, Tightening of the Charter Market 





The extension of voyage time for vesnele carrying a sizable 
acgment of world trade has greatly increased the need for both tankera 
and cargo vassele, thus aggravating a charter market that has been 
tightening since the Suez Canal wae nationalized on 26 July 1956. The 
impact of the change has been felt particularly in the petroleum trades 
as well as the wheat and coal trades, which normally maintain high levels 
during the fall montha, Even in October, hefure heutilities in Egypt, 
available ship tonnage was just about equal to trade requirementa. 25/ 
With the closing of the Suez Canal, trade tonnage reqhizements began 
te exceed vessels, and rates began to seax. The impact on shipping in 
general ia illustrated by the increase in the charter rate for coal from 
Hampton Reads to the Continent from US $13.09 per ten an 27 October 
1956 to US $14. 98 on 3 December, a vate greater than that which pre«- 
vailed during the Koréan Wax. 26/ 
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The Sine-Soviet Bloc, ag a result of its extensive dependence 
on nan-Blec shipping services, has been, adversely aifected by the 
tightening charter market. In Octebsr, Seviracht, the Seviat chartering 
agency, informed {ts offices ahroad that the ehip-chartering altuation 
Was séricus and that ships must be obtained by any meang available, at 
Hostilities in Egypt made it even more difficult to find ye E edly 


















3, Congestion at Bunker Ports, 


Since the blocking of the Suez Canal the large~schle diver~ 

sion of Sino-Soviet Bloc and Free World vessels around Africa hag 
created congestion at bunker perta in South and West Aiviea which are 
not equipped to handle the increased requirements, Ina 36-hour paried 
in mid-November 1956, for example, $0 shipa called at Durban in 
South Africa for bunkers and water aiter being diverted from Suez. 29/ 
In addition te the delays occasioned by overcrowding limited inedilities, 
shortages of bunker fuel make it difficult to schedule shipning services. 
As a result, Bloc vessels on the Chinese and South American routes 
are having difficulty in arranging for bunker stops, 
Gaechofracht, the Czechoatoyak ship-chartering age! - m1 
that bunkering ships south of Dakar was almost impossible. 30/ Conse-~ 
quently, Bloc vessels returning fram Communist China now take maxi- 
mum bunkers and aupplies in Southeast Agian porte and attempt to prow 
ceed as far as Dakar or Freetown before bunkering again, thereby avoi 
Capetown and Durban, where congestion is heaviest, 


=e Some exren-may Have tS Sacrifice part of their normal, - 


drgo space, moreaver, to stow additional fuel, 33/ In any case, delays 
in fueling and attempts to avoid congestion at bunker porte are making 
the rerouting of Bloc vesesls around the Cape of Good Hope a more ex+ 
pensive and time-consuming diversion than the increared. distance alone 
would seem to indicate. ’ 




















B, Trade Commitments. 


i. Soviet Bloc Supply of the Soviet Far Bast 


and Cormmonist Ching, 


The dlaruption of Sino-Soviet Blac shibping schedules, a 
tightening charter market, and bunkering difficulties have already 
affected. seabarne trade between the European Soviet Bloc and the Com- 
munist Far East, Normally, théere te little dry carge trade moving 
between the Burapean Blot and the Soviet Far. East, but tanker ship» ~ 
meénts of Black Sea petroleum to the axes are rather numerous. in 
1955 a total of 43 tankers carrying 424, 000 tons of petroleum arrived 
at Soviet Far East ports, mainly Vladivostok, Tanker arrivals in- 
creased duving 1956, amounting to 52 before. the closing of the Suez 
Ganal. The movements of Soviet tankers between the Black. Sea and 
the Soviet Far Haat in 1954-86 are shown in ‘Table 4, 


* Table 4 follows on p. 14, 
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The blocking of the Suez waterway had a serious effect 
on senborne petroleum supplies te the Far East. During the firet 
10 montha of 1954, tankex departures from the Black Sea to Viadivestok 
averaged 5,3 pex mowth, and tanker artivals in the Far East averaged 
about. the same, Since the Ganal was closed, however, there haye been 
ne tanker departures for the Par Hast. Consequently, although tanker 
arrivals in the Par Eaat were about average in November because 
4 tankers moved through the Ganal before hostilities began, there was 
anly 1 arrival in December and, from present indications, nome in 
January. 35/ 


The effect of the dislocation of world shipping on the num-~- 
ber of arrivals in Communiat China cannet be measured withwimilar 
precision. Normally, during November and Decernber more whips — 
eali at Chinese Communist ports than in any other period of the year. 
{For merchant chip arrivaig in Communist Ching in 1951-55,.36/ sea. 
Figure 2.4) In 1955 there were 118 arrivals in November and 129 in 
Decamber, of which vessels of Sino-Soviet Biec registry comprised 
23 and 30, respectively. Agrrivala from January through October totaled’ 
948, of which Bloc vessels secounted for 145, an average of about 14 shipe 
per month, Not all of theea Bloc arrivals in China ware from areas 
affected by the clasing of the Suez Canal, Most were from the. Soviet 
Far Bast, and only 33, or an average of 2.7 per month, originated in 
European ports, Departures from Chinese ports followed a similar 
pattern, Bt x 

Although the number of nen - Sine-Soviet Bleo arrivals in 
Communist China during November. 1956 and expected in the subsequent 
few montha is not known, there are several indications that the involve~ 
ment of vessels of Western registry in Chinese foreign trade is decrags- 
ing. A geseral diversion of non Blog vedeels to other routes is suggested 
in a report in mid-November which stated that 
there were row enaywrveseels oflering their services from Europes to 
the Far Bast because moat shipping Maes were expecting en increase in 
trana~Adlantic runs. 3@/ The reluctance of ship owners to continue 
transporting Chinese “Communist trade with Burepe is understandable, 
Runa t the Far East sow engage their ships for several montha, at 
ratea fixed before the voyages. Under theae circumstances ih is 
diffieult ta take advantage of steadily increasing rates te the same extent 
possible on short trips, 





The effect of the closing of the Suez Ganal on Sine-Soviet 
Bloc arrivals in, Comraunist China is not yet clear, although there 
apparently will be a downward trend at least initially. As of $ December, 
for example, only four Soviet freighters were scheduled from European 
porte to China by way of the Cape rants. 39/ Moreover, Poligh mer- 
chant ships, which are usually rather heavily committed to the China 
trade, were also reported to be lesa active, During the 7-day period 
ending 19 November, only 32 Polish~flag vessels were outside Gom- 
munist waters, compared .with 45 in a simdlar period last year. Moves - . 
ments to North European porte and te Gouth America remained about 
nermal, but a decrease was noted in the number of Polish-~flag ships 


* Pollowing ow 16. 
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employed in the China trade, 40/ The dislocation, however, may only 
be temporary, Baged on known departures te date, there should be 
about 7 freighter arrivala in Chinese porta in January 1957, all of 
Polish registry, which ie te he compared with 3 arrivale in January 
1956 ~- 2 Polish-flag and I Czechoelevak. 4\/ 


The :proepect of a reduction in seaborne trade with the 
Communist Pax East neassaitates the increasing use of the Trana« 
Siherian Railsoad, especially for the trade of Communist Ching, Over 
the short run, therefore, transport costs will rise markedly, For 
every ton of merchandise diverted to overland movement, the Sine- 
Soviet Bloc must absorb on the average 4 sevenfold increase in trans 
port costs, The inability of the Soviet Par East to support iteelf has 
Led the government of the USSR to establish state reserves qases in 
the area, in a concentration exceeded only by that in the vicinity of 
Moscow, Of the approximately 37 reserves basag in the region in 
1955, 12 were knewn to store petroleum veserves, 42/ With the 
alternative of rai] transport available, however, it is unlikely thet 
the petroleum requirements of the Soviet Far East will be met from 
these stecks, The reserves are for wartime emergency, and their 
depletion for an extended period probably would not be permitted by 
| the USSR because of the adverse effect on military capability, 


The effect of a decline in the seaborne trade of Communist 
China could be mote seriou than the curtailment of the seaborne trade 
of the Soviet Far Kast, China receives substantial seaborne deliveriaa 
of critical commodities -- metala, machinery, transport and other 
equipment, and chemical fertilizers -- which are required for ecanomic 
and rmiilitary programs. 43/ Any appreciable curtailment of fertilizer 
shipments may adversely affect agricultural production, although China 
may he able to increase its fertiliger imports from Japan, The inability 
to phase properly the delivery of esaential industrial equipment ie even 
more serious, however, and could retard economic expansion. 


The dependence of the Soviet and Zuropean Satellite econo~ 
mies on imports from Comurunist China, which consist principally of 
products of the agricultural and extractive industries, 44/ is not nearly 
a8 great ag the Ghiness dependence on imports, because of the avail-- 
ability of alternative sources,* The lack 6f veasela ta transport these 
commodities, moreover, may congest storage facilities in Chins. 

This would apply mainly to agricultural commodities harvested in 
Central and South China, where presemt transport probleme may make. 
overland exports by way of the Trans-Siberian Railroad difficult, (7 












WHvEhsise Space avallable in Shanghai 
vblom, 45/ It sufficiently extensive, 





‘RISY FEUISCE a growing storage pr 
, the inability to market food crops abroad may seriously affect the Chinese 
balance af payments, 


* A major exception, however, may bé Foland, where atesl production 
depends in part on Chinese iron ore, A siibatantial reduction in this 


traffic, actompanying the delays already experienced in the receipt of 
Indian iron ore, would jeopardize planned economic expansion in Foland, 
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The decision by Goarnmunist China to divert trade from ocean 
transport to overland movement has heen made. fareritical iteme at least, 
although lesa argent deliveries apparently continue to move by sea, 







Paiping and ita chipping agente in Bastar” 
UIepe Hegan to arrange for the rail ehiprosnt of industrial cormmedities 
needed for the Chinese construction program «+ materiale whi iy 
are shipped by sea from Gdynia, 





The cetimated valume and value of the overland trade of 
Cormminist China with the USSR and tha European Satellites during the 
periods January through June 1986 and Tanuary. through fune 1957, under 
normal conditions, ave shown in Table §.¥* It is apparent that Chinese 
overland importa and experts alresdy caut a aubstantial burden on the‘ 
Soviet railroads, eapecialiy the Trans-Siberian line. The early clesing 
of the Northern Saa. Route thig year, morcover, probably has required 
increased shipments on thia vital rail artery. Mevertheless, Soviet 

rail facilities prakabiy can cope with the cptmnatee. limited volume of 
dry+carge fence which ia being diverted, Ke 


The increase in petroleun: shipinents by rail to the Par: East 
could create a tranapert problem. The growth of the Soviet tank-car park 
has not kept pace with increasing petroleum production. The burden: af 
long overland petroleum movements on Soviet tank<car capability is re= 
flected in the addition of 34 new 10, 000-ton-tankers to the petroleum 
fleet since 1951 and in their ineredaing use in-meeting requirements of 
_ the Communist Far East, 47/ The complete diversion to rail of the: . 

: estimated 450, 000 tons 48/ of petroleum that-would have.moved by sea 
in the firat hal of risa = eres seriously tax the Soviet. atic ci 





e E land to meet the. sea iebiamake of the: 
Soviet Far. East pre sang pee suggest that merchant ‘Bhipping in the. : 
area may be adversely affected. 4¢/ Substantially iuercaged dive faioris 
of dry and Liquid cargoes, continued over an extended period, mote. 
ever, could retard the delivery of commodities required elanwhexe in 
the USSR, tnd magaitude sufficient to affect adversely Soviat ecoriomic 
plang, Appraciable increases in overland trade movement would also 
aggravate the aporadic trariport congestion which has become in« 
creasingly prevalent in Communist Ghina during recent tontha,. 50/ 


Th addition to the problem of diverting to rail commodities 
formerly carried by merchant shipping servicea, Communiat China 
evidently is having difficulty in obtaining necessary supplies, 





¥ Table 5 follows ¢ oth " 18, 
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Chinese, Garnmun ak. exports: may. “be similarly affected, | 
piel a because of the iniposdibility 0 
ing a ship, -a: cantré cHERS olin was ‘being. withheld. 54] The : 
decent Urging by Chinese ‘econoraiste, of & Hdrastic revision! int the import~ 
export policy of China may algo have some. ‘relation.to events | in Bayete 23/ 
although before the Closing of, the Suez anal, China was 
with its export program. 
theré were not enough RE TODO, Ua HES 4 
windsterme,- 5 5a; - -Barlier, at was reperted that China.could not supply 
Egynt the amount of coal and steel it had ordered, xia 














Be Sino-Soviet Bloc Trade Offensive in the Near Bast 
and, in south and Southeast Agia, — 


, One effect of the losing of the Suez. ‘Canal on, Sino-Soviet : 
Blec ~ Free World.trada has, been the disruption of the, normal flow of 
petroleum from the Black Sea to the part of Suez. Previously, a fubs 
stantial part of the imported crude oi] required by the two Egyptian 
refinerios at Suex wae received from the Bloc. In the firat if montha . 
of 1956.thia traffic amounted to about 325,.000 tons, compared with an 
annual.import requirement of about, 700, 000 tons. More than 504, 00. ‘ 
tons,of refined, petroleum products from the Black. Gea also moved. 
through thea Canal to the port of Sueg for internal distribution during 
the Speen: 58 Backes *Y ; 3 a 

; The USSR, acted promptly. after the termination of hostilities 

to increase ita deliveries of refined, petroleum to. Egypt through, Alexandria, 
By the end of Nevember it was able to advise Caire that 6 Soviet tankers 
with different typea of fuel ofl were achedwled to aad) for ‘Egypt in. Noverm-« 
ber 1956 and 14 more during December, Additional fuel dsappli¢a were 
offered if necessary, 59/ By 11 December, 9 Soviet tankers carrying 
an estimated 100,000 tona of refined petroleum had arrived at Alexandria, bof 
in epite of the increase in Black Sea petroleum shipments, however, it 
is doubtiul that the USSR will supply more than about 25 percent of total 
Egyptian requirements during the period the Canal remaine closed, 


The lack of erude oil in Egypt has been moat difficult to 
overcome, The cessation of Soviet deliveries amd the inaccessibility 
of other former sources hava kept the Sues cefineries closed since 
the initiation of hostilities. The production of these refineries normally 
accounts for most of ths petroleum needs of Egypt. 61/ As a reault, 
petroleum, on which Egyptian industry ie completely dependent for fuel 
aa well as lubrication, is critically short, Reportedly there were only 
enough stocks on hand to last until January 1957. 62/ 


The blocking of the: Suez Ganal algo has significantly in- 
creased the cast of transporting Sino~Soviet Bloc « Asian trade, Ship« 
ments from the Black Sea to Southeast Asia now require more than 50 
days by way of the Cape of Good. Hore compared with about 20 daye by 
way of the Suez Ganal, 63/ 


it is too early to say with certainty whether Sine-Soeviet Bloc 
economic relations with Near Eastand free Aaian countries will suffer substan- 
tially ag a reaulted the closing ofthe Canal, The difficulty in determining with 








any precision the effect of the worldwide dikorggnization of shipping 
on Bloc-Acian trade arises from the scarcity of information’on de-« 
Livery achedules. Nevertheless, some evidence of. % curtailment o: 
Beahorne commedity movements is apparent, 








Cor tis Sf Unldentiiied cargo was immposaible bacuuee 
of events in Egypt. 65/ These nes coupled with the 
fact that aince the Suez Canal hi ind-Sevict Blec-flag 
vossela have departed for free Asian countries, suggest that the 
Blog trade offensive in underdeveloped areas may be adversely affected, 
India, the leader among free Agian nations, may be an exception. 
Approximately 69 percent of ite exports. and 6] percent of its imports 
normally pass through the Suea Canal, Already, aa the result of the 
acaralty of world shipping, shortages of many commodities have 
eccurred on Indian markets, In the long ran, moreover, ite five- 

year plan for economic development may be severely affected, 66/ 
one of the Geviet-flag veaHele now en voute to Caloutta is cdrrying 
structural ateel, dranee, and equipment required for the Indian in« 
dustrial program, Other Soviet and Polish veagels bound for India 
probably are loaded with similar commodities. Poland may be amcous 
te obtain return cargoes of ivon ore because reported delays in ite 
delivery threaten the closing of some steel milla. 67/ It is alao Likely. 
that the Sine-Soviet Blac may attempt to fulfill its trade commitments 
with India in ortier to demonstrate ite adherance to agreements in apite 
of extenuating circumetances, Elsewhere in Asia the Bloc can place 
- reeponatbility for any failure te meet trade commitments on Western 

intervention in Egypt. 
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APPENDIX 6 
SOURCE REFERENCES | 


Evaluations, following the. classification entry and designated 
“Eval, have the following significance: 


Source of Information | : information 
Dec, ~ Documentary _i« Confirmed by other sources 
A~.Gompletely reliable . 2» Probably true 
B ~ Waually relable 3 - Possibly true 
& ~ Fairly reliable 4~ Boubtinl . 
D ~ Not usually reliable 5» Probably fales 
E «Not reliable & + Gannet be judged 


F ~ Carnot be judged 


*Doeumentary' retevs te ariging]l documents of foreign govern- 
ments and organizgationg; coples or tranglations of auch documents 
by @ staff officer; or information extracted from such documents by 
a staff officer, ail of which may carry the field evaluation "Docu- 
mentary," , 


Evaluationa not otherwise designated ave these appearing on 
the cited document; those designated "RA" are by the author of 
thie vepert, No "RE" evaluation ie given when the author agrees 
with the evaluation on the cited document, 





1. Navy, CINCRACFELT, 6722, 22-Sep 56. GS. Eval BRE 2. 

4 Engineering News Record, 29 Nov 56, p, 21, U. Eval. RR @. 

3, ibid.» Pp 2h, W. Eyal, RR Be i * 

4, State, London, T2935, 27 Nev 56, €, Eyal. ER 2. 

5, Deépartmentof Gommetce Series Publications, U, Eval. RR 2. 
GIA, EIC-R1-S5, Communist China's Imports and Exports 


1985: Trade and Transport Involved, 29 Aug 56. 5. 
6 GIA, ElG-R1-85 (5, above). 
j Special Intelligence & 







ence Brief, -no 56-40, 10 Oct 56, 
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; AR EM-~429, The Rele of Transportation in the Economy 
of Cavalier China, 1960-55, 1 Fab 56. &, 
ia. Navy. ONI. Supplement a the ONI Review, Autumn 1956, 
S&S. Eval, BR. 
13, GLA, BIG-R1-S5 (5, above}, 












14, Thid 

15. FOO Translation no 600, 16 Oct 56, 1955 Statistical 
Book at Poland. U. Eval, RE ae 
FOD Summary ve 658, 21 Sep 56, U, Bval. RR 2. 
PDD U-9187, 16 Nov 56, Tranmmport, U. Eval, RE 2. 
FD Summary noe 680, 6 Oct 55, U. Eval, REZ, 

cal 18, 
17, aritime Administration, Ungublished data, 1 Aug 5b. 


WY. Eval, RE 2d. 
18, Navy; ONL, Speoiel Intelligence Brief, no 56-47, 28 Nov 56, 







ig, 


20, 
21, Navy, Rear-Echelon GINCNELM, 0316162, Nov 54. 
& Eval, RR 2, 
Se 
a3. 
By. 
ia ERG. i: 
26, Maritime Rewearch, Incs Weekly Newsletter, L956 series, 
27? Oct §6, UW. Eval, RR, 
a7, CLA, | | 22 Oct 56, 8 








Eval Ze 
28. 3/0/Q03/T $1556, | Nov 56, 
29, PRIS, Daily wopere abigeats Europes and Near ey 
ov 56, OFF USS. Ff 





‘ 2 35, q sei oe 2a m cain eebte So iti 
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